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February 23, 1998

Independence Standards Board - Minutes
of Meetings
Independence Standards Board Minutes
Meeting of February 23, 1998
Public Session
A meeting of the ISB was held in the offices of the AICPA in New York on
Monday, February 23.
The public meeting began at 9:40 AM and was attended by:
Board Members:
William T. Allen, Chairman
John C. Bogle
Stephen G. Butler
Robert E. Denham
Manuel H. Johnson
Philip A. Laskawy (in part)
Barry C. Melancon
James J. Schiro
Others present by invitation were:
Arthur Siegel - ISB, Executive Director
Jane Adams - SEC, Deputy Chief Accountant
Educational Presentation by the Major Accounting Firms
Pursuant to an invitation extended by the ISB, representatives of the six largest
firms explained to the Board how they currently protect auditor independence.
This presentation on behalf of the major firms was made by Greg Jonas (Arthur
Andersen), Bob Garland (Deloitte & Touche) and Ken Sicchitano (Price
Waterhouse), assisted by Amber Brancato (Arthur Andersen).
The presenters listed the following five categories of independence safeguards:






Instilling professional values
Communication
Internal accountability
Risk management, and
External review.

Twenty-three individual safeguards, representing a significant effort to protect
independence, were described in some detail, and the speakers answered a
number of questions from the Board members.

ISB Staff Report
Mr. Siegel reported that the SEC’s Financial Reporting Release 50 had been
issued on February 18, authorizing the ISB and its staff to begin taking action as
provided under the ISB’s Operating Policies and subject to SEC oversight. The
AICPA’s SEC Practice Section is expected shortly to distribute copies of the FRR
and related materials to all of its approximately 1300 member firms.
Also, Mr. Siegel announced that Sue McGrath would soon be joining the ISB
staff, and that the Board’s website (www.cpaindependence.org) and hardcopy
public files have been operational for several weeks.
Discussion of NASBA Representation Request
Chairman Allen reported having received a letter from David Costello, President
of the National Association of State Boards of Accountancy ("NASBA") offering its
cooperation and seeking representation on the Board. Mr. Costello, at the
Chairman’s invitation, briefly described the role of the Association and the State
boards. Realizing that all eight Board seats presently are filled, as envisioned
under the Board’s Operating Policies, several possible responses to the NASBA
request were discussed. The Chairman requested comments from the SEC staff
so that the NASBA request may be pursued at the next Board meeting.
Reports of Board Task Forces
Research Task Force (also relates to the Disclosure Task Force):
Mr. Bogle reported that three research proposals presently are under
consideration. Also, an informal forum/luncheon is planned to obtain input from a
small number of major investment community constituents. This forum could use
as an advance agenda the draft invitation to comment described below under the
Public Comments Task Force.
As to a proposal submitted by Professors Paul Brown, Jeanne Calderon and
Baruch Lev of New York University, Mr. Bogle and Mr. Siegel were asked to call
or meet with the professors to obtain further information about the proposal,
including a cost estimate.
The other two proposals were described in a letter from Mr. Butler, the other task
force member. These related to a focus group study proposed by Peter Hart and
an empirical study of present or previous disclosures of nonaudit services
proposed by the Legal and Economics Consulting Group. The Task Force and
Mr. Siegel were requested to evaluate the desirability of these projects and the
appropriateness of the service providers, and were authorized to make
arrangements and negotiate contracts at or under $400,000 for the two projects,
if the Task Force decided to proceed.
Corporate Governance Task Force:
Mr. Johnson stated that the Corporate Governance Task Force recommended
that the ISB require, or recommend that other authoritative entities (particularly
the AICPA’s SEC Practice Section) require, a report from the auditor to the client
board or audit committee confirming the auditor’s independence and offering to

meet with the client to discuss independence. The Board agreed to authorize the
Task Force, assisted by the ISB staff and, after review by the AICPA General
Counsel and the ISB Chairman, to issue the reporting recommendation to the
SECPS for its consideration and action.
Other Approaches to Requesting Public Comments Task Force:
Mr. Denham discussed a draft Invitation to Comment prepared by the Task Force
and previously sent to Board members, noting it is only one piece of an overall
approach for the Board to gather information useful at this early stage of
operation and to give the public opportunity to comment on thematic issues. The
draft ITC was intended to be even-handed, included a brief summary of both the
accounting profession’s "White Paper" and the related SEC comment letter, and
presented questions in nine key areas as a means of eliciting public comment.
Ms. Adams offered two SEC staff suggestions: that more educational material
should be included to assist targeted readers and that the ITC should be broader
— less cast in the light of the White Paper and its SEC response. Chairman Allen
asked the SEC staff to draft additional suggested material for the Task Force to
consider. Afterward, the Board concluded that the ITC could be pilot-tested with
the informal forum/luncheon group described by the Research Task Force above,
and then considered at the next Board meeting for broader use.
Next Meeting
Chairman Allen announced that the Board’s next meeting was scheduled for
Tuesday, May 26, starting at 3:00 PM, in the AICPA’s New York Boardroom.
********
The public meeting was adjourned at 12:30 PM.
Respectfully submitted,

Richard H. Towers
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